The dollar cost average strategy

Understanding and using the average cost effect

»DCA« (or dollar cost averaging) is an investment strategy in which a fixed
amount is invested in an asset at regular intervals, regardless of its current
market value. This strategy takes advantage of market fluctuations by buying
at different prices, depending on whether the price is high or low at the time
of purchase. With DCA, you buy more shares when prices are low and fewer
shares when prices are high. This stabilizes the average purchase price of your

investment over time because you have invested at different prices.

DCA is an investment strategy where investments are made regularly and
consistently, rather than trying to find the ideal time to buy. This approach
aims to capitalize on long-term market trends by removing emotion from the
decision-making process and mitigating the impact of market fluctuations.
DCA is a popular choice for long-term investors as it allows for a disciplined

and non-emotional approach to investing.
Dollar cost averaging vs. timing the market

With market timing, an investor tries to predict market developments in order
to achieve above-average returns. In doing so, he observes and analyzes the
market closely in order to buy and sell at the right time. This active strategy
focuses on short-term investments. In contrast, dollar-cost averaging spreads
investments evenly over a longer period of time. It attempts to balance out

the ups and downs of the markets and achieve long-term growth. This passive
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strategy requires less time and less knowledge of the market. While market
timing can lead to higher returns if predicted correctly, it is impossible to

predict the markets accurately on a continuous basis.

In contrast, DCA is an investment strategy that requires little market
observation. Instead of trying to time market fluctuations, you invest a fixed
amount of money on a regular basis. This allows you to gradually build up a
position in a particular security (share, bond or fund) instead of trying to

outperform the market.

DURING DCA YOU BUY AUTOMATICALLY IN REGULAR INTERVALS AT DIFFERENT

PRICES LEVELS, WHICH LEADS TO AN AVERAGE COST EFFECT.
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